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Exposure Draft Introduces Major Revisions to the
Attestation Standards
By Jane M. Mancino
In recent years there has been an increasing interest by practitioners in providing professional
services that improve the quality of information for decision makers. Attest engagements are a
means of providing these services, and the use of, and interest in the attestation standards has
grown.
In April, the Auditing Standards Board (ASB) issued an exposure draft of a proposed Statement
on Standards for Attestation Engagements (SSAE) titled Attestation Standards: Revision and
Recodification. The ASB undertook this project to improve the utility of the attestation
standards, which were issued in 1986. The ASB believes that practitioners will find the revised
standards easier to understand and apply. It also believes that the revised standards will enable
practitioners to tailor engagements to meet the needs of decision makers. The proposed SSAE
would supersede SSAE Nos. 1 through 9.
Significant Aspects of the Exposure Draft
The proposed revision of AT section 100, Attestation Standards, —

•

Changes the title of the section to Attest Engagements.

•

Changes the definition of an attest engagement into a statement on the applicability of the
standard. The proposed applicability statement is as follows:
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This section applies to engagements in which a certified public accountant
in the practice of public accounting (hereinafter referred to as a
practitioner) is engaged to issue or does issue an examination, a review, or
an agreed-upon procedures report on subject matter, or an assertion about
the subject matter, that is the responsibility of another party.
Combined with some additional changes (in particular, paragraph .06 in the exposure
draft, which correlates with paragraph .03 in existing AT section 100), the proposal
clarifies that the attestation standards are applicable if a practitioner and his or her client
intend that the engagement be an attest engagement. Practitioners are cautioned to avoid
reporting on other types of engagements in a manner similar to an attest engagement as it
might reasonably be inferred that the report is an attest report.

•

Clarifies the relationship between the party responsible for the subject matter (the
responsible party), the client, if different than the responsible party, and the practitioner.

•

Revises the third general standard to focus on the essential elements of criteria. Criteria
must be suitable (this conforms to terminology used internationally—existing AT section
100 refers to reasonable criteria); available to users; and the subject matter must be
capable of reasonably consistent evaluation against them. The proposal also revises the
guidance on the characteristics of criteria that make them suitable.

•

Enables the practitioner, in some circumstances, to perform and report on engagements
for which a written assertion cannot be obtained from the responsible party. Although the
presumption is that the practitioner would ordinarily obtain an assertion as part of his or
her evidence, the proposal recognizes that if the client is not the responsible party, an
assertion may not be provided. If a written assertion is not provided, use of the attest
report would be restricted to specified parties.

•

Enables true direct reporting on subject matter by eliminating the requirement to make
reference to an assertion in the practitioner’s report. The practitioner also is permitted to
report on the written assertion provided by the responsible party.

•

Provides expanded guidance on the circumstances in which the use of attest reports
should be restricted to specified parties. The majority of this guidance was derived from,
and is consistent with Statement on Auditing Standards (SAS) No. 87, Restricting the
Use of an Auditor’s Report.

The proposed SSAE also would amend AT section 600, Agreed-Upon Procedures Engagements,
by-

•

Eliminating the requirement for a practitioner to obtain a written assertion in an agreedupon procedures attest engagement.

•

Incorporating changes needed as a result of the proposed elimination of SAS No. 75,
Engagements to Apply Agreed-Upon Procedures to Specified Elements, Accounts, or
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Items of a Financial Statement. (At its meeting in April 2000, the ASB proposed
withdrawing SAS No. 75). The AT section on agreed-upon procedures would be
applicable to all agreed-upon procedures engagements.
The proposed SSAE also would change the numbering and order of the AT sections. This
reorganization and renumbering will take effect when the final standard is approved. The
exposure draft retains the existing AT section numbers.

The proposed effective date is for assertions or subject matter as of or for a period ending on or
after June 15, 2001. Early application would be permitted. The exposure draft is available on the
AICPA Web site at the following URL: www.aicpa.org/members/div/auditstd/drafts.htm.

ASB Issues Exposure Draft of Omnibus SAS
By Gretchen Fischbach

On May 1, 2000, the ASB issued an exposure draft titled Omnibus Statement on Auditing
Standards— 2000. The proposed SAS—
•

Withdraws Statement on Auditing Standards (SAS) No. 75, Engagements to Apply
Agreed-Upon Procedures to Specified Elements, Accounts, or Items of a Financial
Statement. The guidance in SAS No. 75 will be incorporated in Statements on Standards
for Attestation Engagements No. 4 to consolidate the guidance on agreed-upon
procedures engagements in professional standards.

•

Amends AU section 543, “Part of an Audit Performed by other Independent Auditors,” to
clarify the position of an auditor of an investee accounted for under the equity method.
SAS No. 81, Auditing Investments (AU sec. 332.17) states that the financial statements of
an investee constitute sufficient evidential matter as to the equity in the underlying net
assets and the results of operations of the investee if such statements have been audited
by an auditor whose report is satisfactory. However, AU section 543.14 indicates that the
investor's auditor is in the position of a principal auditor. This implies that the investee's
auditor is participating in the audit of the investor. This is inconsistent with the concept in
SAS No. 81 that the report of the investee's auditor constitutes evidential matter.

•

Amends SAS No. 58, Reports on Audited Financial Statements, to include a reference in
the auditor’s report to the country of origin of the accounting principles used to prepare
the financial statements and the auditing standards that the auditor followed in
performing the audit.

•

Amends SAS No. 84, Communications Between Predecessor and Successor Auditors, to
clarify the definition of a predecessor auditor.
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The exposure draft is available on the AICPA Web site at the following URL:
www.aicpa.org/members/div/auditstd/drafts.htm. Comments on this exposure draft will be
accepted through June 30, 2000.

New ASB Member
McGladrey & Pullen, LLP has proposed, and the AICPA's Board of Directors has approved,
Bruce P. Webb's appointment to the Auditing Standards Board (ASB) as replacement for John
Barnum who is on a long-term disability leave. This appointment is effective immediately.

Bruce is the national office partner in charge of auditing and independence for McGladrey &
Pullen and is responsible for the development, implementation, and monitoring of the firm's
audit and independence policies. He also serves as the regional audit and accounting partner for
the firm's Iowa, North Carolina, and Florida offices and as one of the firm's designated SEC
specialists.
Bruce will complete John Barnum's term on the ASB, and also will continue to serve on the
AICPA's Professional Ethics Executive Committee.

IAPC Proposes New Fraud Standard
by Thomas Ray

In March 2000, the International Auditing Practices Committee (IAPC) of the International
Federation of Accountants issued an exposure draft of a proposed International Standard on
Auditing (ISA) titled The Auditor’s Responsibility to Consider Fraud and Error. This significant
proposed revision of ISA 240, Fraud and Error, would bring the international fraud standard up
to par with the AICPA’s Statement on Auditing Standards No. 82, Consideration of Fraud in a
Financial Statement Audit, by adopting a similar fraud risk assessment approach and a
requirement to specifically address fraud risk factors that are identified by the auditor. It also
would adopt the significant provisions of SAS No. 89, Audit Adjustments. Additionally, the
proposed ISA would enhance required communications about fraud to management and those
charged with corporate governance.
Persons interested in auditing matters are encouraged to comment on the proposal. The exposure
draft may be obtained on IFAC’s Web site at www.ifac.org. Comments on the exposure draft are
due June 30, 2000.
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Highlights of Technical Activities
The Auditing Standards Board (ASB) performs its work through task forces composed of
members of the ASB and others with technical expertise in the subject matter of the projects. The
findings of the task forces periodically are presented to the members of the ASB for their review
and discussion. Listed below are the current task forces of the ASB and a brief summary of their
objectives and activities.

SAS and SSAE Task Forces

Attestation Recodification Task Force—Revision of Standards (Staff Liaison: Jane M.
Mancino; Task Force Chair: Charles E. Landes). In April 2000, the ASB issued an exposure draft
that revises Statements on Standards for Attestation Engagements (SSAEs) to improve their
understandability and utility. For additional information about this project, see the article,
“Exposure Draft Introduces Major Revisions to the Attestation Standards,” on page 1.
Audit Documentation Task Force (Staff Liaison: Gretchen Fischbach; Task Force Chair: W.
Scott McDonald). This new task force will focus on developing clear, concise, and consistent
guidance regarding the objective, nature, and extent of audit documentation required for
compliance with generally accepted auditing standards in a financial statement audit. The task
force will develop a Statement on Auditing Standards (SAS) to replace SAS No. 41, Working
Papers. It also will review the documentation guidance and requirements in other SASs to ensure
consistency with the concepts and guidance in the new standard.

Continuous SysTrust Task Force (Staff Liaison: Judith M. Sherinsky; Task Force Chair: O. Ray
Whittington). This task force will further develop the conceptual model for continuous assurance
presented in the monograph, “Continuous Auditing,” and operationalize the model sing the
SysTrust engagement. The task force will focus on testing various approaches that might provide
continuous assurance, and developing examples of reports on continuous assurance
engagements.

Federal GAAP Hierarchy Task Force (StaffLiaison: Gretchen Fischbach; Task Force Chair:
J. Michael Inzina) At its October 1999 meeting, the AICPA Council adopted a resolution
recognizing the Federal Accounting Standards Advisory Board (FASAB) as the body designated
to establish generally accepted accounting principles (GAAP) for federal government entities
under Rule 203 of the AICPA's Code of Conduct. Pursuant to the resolution, Statements of
Federal Financial Accounting Standards issued by the FASAB since March 1993 are recognized
as GAAP for applicable federal governmental entities. At its February 2000 meeting, the ASB
voted to issue SAS No. 91, Federal GAAP Hierarchy, which amends SAS No. 69, The Meaning
of Present Fairly in Conformity with Generally Accepted Accounting Principles in the
Independent Auditor's Report, to recognize FASAB statements as “level A” GAAP, and to
establish a hierarchy for other FASAB guidance and general accounting literature. The SAS can
be obtained from the AICPA Order Department by requesting product number 060693.
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Financial Instruments Task Force (Staff Liaison: Judith M. Sherinsky; Task Force Chair:
Stephen D. Holton). In June 1999, the ASB issued an exposure draft of a proposed SAS titled
Auditing Financial Instruments that would supersede SAS No. 81, Auditing Investments. In
response to comments on the exposure draft, the ASB narrowed the scope of the SAS from all
financial instruments to derivatives, hedging activities, and investments in securities. The ASB
also revised the SAS to reflect other comments and plans to vote on the standard at its July 2000
meeting. The task force is concurrently developing an audit guide that includes case studies to
help auditors implement the proposed SAS.
Materiality Task Force (Staff Liaison: Judith M. Sherinsky; Task Force Chair: Andrew J.
Capelli). This task force is considering whether guidance should be developed to help auditors
implement SEC Staff Accounting Staff Bulletin (SAB) No. 99, Materiality, which was issued on
August 12, 1999. The task force also is considering whether SAS No. 47, Audit Risk and
Materiality in Conducting an Audit, should be amended to include the qualitative factors related
to materiality that are presented in the SAB. The task force is currently considering how certain
audit adjustments made in prior periods should be addressed in the current audit.

Omnibus SAS—2000 Task Force (Staff Liaison: Gretchen Fischbach; Task Force Chair: James
S. Gerson). In May 2000, the ASB issued an exposure draft titled Omnibus Statement on
Auditing Standards— 2000. For additional information about the exposure draft, see the
article,“ASB Issues Exposure Draft of Omnibus SAS,” on page 3.
Technology Issues Task Force (Staff Liaison: Julie Anne Dilley; Task Force Chair: George H.
Tucker). The task force is considering the manner in which auditing standards taken as a whole
reflect the use and impact of information technology and whether changes should be made to the
standards. The task force currently is drafting proposed amendments to AU section 319,
Consideration of Internal Control in a Financial Statement Audit, to address both the benefits
and the risks of information technology with regard to internal control.
Other Task Forces and Committees

Accounting and Review Services Committee (ARSC) (Staff Liaison: Kim M. Gibson;
Committee Chair: Diane S. Conant). In December 1999, the ARSC issued two exposure drafts
of proposed Statements on Standards for Accounting and Review Services titled Amendment to
Statement on Standards for Accounting and Review Services No. I, Compilation and Review of
Financial Statements, and Financial Statements Included in Written Business Valuations. The
exposure drafts are available on the AICPA Web site at the following URL:
www.aicpa.org/members/div/auditstd/drafts.htm.
Audit Issues Task Force (Staff Liaison: Julie Anne Dilley; Task Force Chair: Deborah D.
Lambert). The task force meets on a monthly basis to (1) oversee the ASB’s planning process,
(2) evaluate technical issues raised by various constituencies and determine their appropriate
disposition, including referral to an ASB task force or development of an interpretation or other
guidance, (3) address emerging audit and attestation practice issues and provide guidance for
communication, as necessary, (4) provide advice on ASB task force objectives and composition
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and monitor the progress of task forces, and (5) assist the ASB Chair and the Audit and Attest
Standards staff in carrying out their functions, including liaison with other groups.
Auditing Revenues Steering Task Force (Staff Liaison: Julie Anne Dilley; Task Force Chair:
Robert C. Steiner). The task force is overseeing the development of a guide on auditing revenue
in certain industries that are not covered by existing AICPA Audit and Accounting Guides. The
guide will focus on suggested auditing procedures to address industry-specific issues that present
audit risks in revenue recognition. Industries identified include computer software, high
technology, telecommunications services, franchisors, extractive industries other than oil and
gas, travel agencies, membership fees in service industries, and barter transactions in the media.

FASB 125 Audit Issues Task Force (Staff Liaison: Julie Anne Dilley; Task Force Chair: Tracey
Barber). The task force will develop auditing guidance that addresses the use of legal
interpretations as evidential matter for transfers of financial assets by banks for which a receiver,
if appointed, would be the Federal Deposit Insurance Corporation (FDIC) or its designee. One
of the criteria for a transfer of financial assets to be accounted for as a sale under Statement of
Financial Accounting Standards No. 125, Accounting for Transfers and Servicing of Financial
Assets and Extinguishments of Liabilities, is that the transferred assets have been isolated from
the transferor and its creditors, even in bankruptcy or other receivership. The task force recently
drafted an ASB comment letter on the FDIC’s proposed rule, Treatment by the Federal Deposit
Insurance Corporation as Conservator or Receiver of Financial Assets Transferred by an
Insured Depository Institution in Connection With a Securitization or Participation. The
comment letter suggests a minor change in the wording of Section 360.6(g) of the proposed rule.
The letter also asks that FDIC counsel issue an opinion, concurrent with adoption of the rule,
confirming that Section 360.6(g) of the rule will bind receivers or conservators appointed after
the repeal or modification of the rule.

Fraud Standard Steering Task Force (Staff Liaison: Jane Mancino; Task Force Chair: Andrew
J. Capelli). The ASB has selected the following four proposals for academic research on the
effectiveness of SAS No. 82, Consideration of Fraud in a Financial Statement Audit:

•

•

•

•

A Research Proposalfor Assessing the Effectiveness ofSAS No. 82, by Steven Glover and
Douglas Prawitt of Brigham Young University, Joseph J. Schultz of Arizona State
University, and Mark Zimbelman of the University of Oklahoma
Audit Fraud Risk Assessment Information and Its Relationship to Audit Programs, by
Theodore Mock of the University of Southern California and Jerry L. Turner of Florida
International University.
The Impact of a Standard Audit Program and Management Strategic Behavior on the
Planning ofFraud Detection Procedures, by Steven K. Asare of the University of Florida
and Arnie Wright of Boston College
An untitled proposal by Barbara Apostolou of Louisiana State University and John M.
Hassell of Indiana University. They propose to provide information about the relative
importance to auditors of the SAS No. 82 risk factors for assessing the risk of
management fraud.
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The ASB plans to discuss the results of the research at a meeting in the first half of 2000.

International Audit Methodologies Joint Working Group (U.S. Staff Liaison: Gretchen
Fischbach; Working Group Chair: Philip Ashton). This project was initiated by the staff of the
Auditing Practices Board of the United Kingdom and Ireland, the Canadian Institute of Chartered
Accountants, and the AICPA. The purpose of the project is to compare the audit risk model
underlying national auditing standards to audit methodologies used by some international
auditing firms, and to develop recommendations to national auditing standards setters and the
International Auditing Practice Committee on ways to enhance audit effectiveness. At the ASB’s
April meeting, recommendations of the Joint Working Group were reviewed with the ASB and
will be discussed again at the ASB’s June 2000 meeting. The recommendations also will be
presented to the International Auditing Practice Committee at its June 2000 meeting.
International Auditing Practices Committee (IAPC) (U.S. Member: Robert Roussey; U.S.
Technical Advisors: Susan S. Jones and John Archambault). The current agenda of the IAPC
includes developing a framework for all assurance engagements, including assurance on
financial and nonfinancial information, and revising the International Standards on Auditing
(ISAs) that address confirmations, fraud, and prospective financial information. The IAPC also
has a project on auditing derivative financial instruments, which is chaired by a U.S. technical
advisor to the IAPC and staffed by a U.S. technical manager. Other projects of the IAPC include
reporting on internal control, and reporting on environmental reports. All of these projects may
result in new standards or other forms of guidance. An analysis comparing the ISAs with the
SASs that identifies instances in which the ISAs specify procedures not specified by U.S.
auditing standards is included in Appendix B of the Codification of Statements on Auditing
Standards.

International Auditing Standards Subcommittee (Staff Liaison: Susan S. Jones; Subcommittee
Chair: John Archambault). The ASB created this subcommittee to support the development of
international standards. Subcommittee activities include providing technical advice and support
to the AICPA representative and technical advisors to the IAPC, commenting on exposure drafts
of international assurance standards, participating in and identifying U.S. volunteer participants
for international standards-setting projects, identifying opportunities for establishing joint
standards with other standards setters, identifying international issues that affect auditing and
attestation standards and practices, and assisting the ASB and other AICPA committees in
developing and implementing AICPA international strategies.
Investment Performance Statistics Task Force (Staff Liaison: Julie Anne Dilley; Task Force
Chair: Karyn Vincent). The task force is drafting an auditing Statement of Position that provides
performance and reporting guidance on investment performance statistics engagements
performed in accordance with standards established by the Association of Investment
Management and Research (AIMR). The guidance will supersede the existing Notices to
Practitioners on this subject matter.
Joint Task Force on Quality Control Standards—Accounting and Auditing (Staff Liaison:
David T. Brumbeloe; Task Force Chair: Barry Barber). In March 2000, the ASB issued

8

Statement on Quality Control Standards (SQCS) No. 5, The Personnel Management Element of a
Firm’s System of Quality Control—Competencies Required by a Practitioner in Charge of an
Attest Engagement. SQCS No. 5 expands the personnel element of SQCS No. 2 by introducing
an experience requirement for performing professional services under the SASs, SSARSs, and
SSAEs. SQCS No. 5 incorporates the concept of auditors meeting certain minimum
competencies and focuses on individuals who assume responsibility for signing attest reports.
Conforming changes also will be made to the Guide for Establishing and Maintaining a System
of Quality Control for a CPA Firm’s Accounting and Auditing Practice. The ASB also voted to
issue an amendment to SQCS No. 2 to make reference to concurring partner review requirements
applicable to SEC engagements as set forth in membership requirements of the SEC Practice
Section of the AICPA.

Reporting on Controls Over Derivatives Transactions Task Force (Staff Liaison: Judith M.
Sherinsky; Task Force Chair: Albert J. Reznicek). This task force is developing an engagement
that practitioners might perform to enable insurers who enter into derivatives transactions to
satisfy the requirement of section 307(b) of the New York Insurance Law requiring that insurers
file with the New York State Insurance Department (NYSID) a statement describing an
independent CPA’s assessment of the insurer’s controls over its derivatives transactions. The
task force met with representatives of the NYSID in April 2000 to discuss the types of
engagements that might be performed.
SEC Auditing Practice Task Force (Staff Liaison: Jane M. Mancino; Task Force Chair: Rick
Muir). The task force monitors regulatory developments affecting accountants' involvement with
financial information in filings with the Securities and Exchange Commission (SEC). It
considers the need for, and develops as necessary, guidance in the form of SASs, SSAEs,
auditing interpretations, or guides. Liaison with the SEC is maintained through the Audit Issues
Task Force.

Technical Audit Advisors Task Force (Task Force Chair: Judith M. Sherinsky). This task force
receives assignments from the Audit and Attest Standards staff and the Audit Issues Task Force.
At the April 2000 ASB meeting, Gabriel de la Rosa presented the task force’s research on the
topic of key financial statement audit dates. As a result of that presentation, the ASB has formed
a task force to consider issues related to key financial statement dates. Some of the issues
identified by the task force are the following:

•
•
•

How does the auditor determine when field work has been completed?
When are financial statements issued?
What are the auditor’s responsibilities from the date of the auditor’s initial report to the
reissuance date?

Recent Auditing Practice Releases (APRs)

Auditing Practice Releases are designed to provide auditors with practical guidance to assist
them in applying generally accepted auditing standards in audits of financial statements.
9

Audit Sampling (Gretchen Fischbach). This APR was issued in June 1999 and supersedes the
existing audit guide, Audit Sampling. The APR reflects SASs issued since the original issuance
of the audit guide in 1983. It also includes increased coverage of nonstatistical audit sampling.
The APR can be obtained from the AICPA Order Department by requesting product number
021061.

Other Recent Publications

Audit Issues in Revenue Recognition (Julie Anne Dilley). This publication brings together in
one source the audit and accounting guidance on revenue recognition for sales of goods and
services in the ordinary course of business. Its primary objective is to help auditors fulfill their
professional responsibilities with regard to auditing assertions about revenue. A related
objective is to help other members of the financial community, including preparers of financial
statements and audit committees, appreciate the importance of accurate revenue recognition.
The publication is one of several AICPA activities that mirror recent SEC initiatives to address
“earnings management” practices that threaten the integrity of the financial reporting process. It
can be obtained from the AICPA Order Department by requesting product number 022506, and
also can be downloaded from the AICPA Web site at the following URL:
www.aicpa.org/members/div/auditstd/pubaud.htm.

Ordering Information
To order publications, call: (888) 777-7077 (menu selection #1); write: AICPA Order
Department, CLA3, P.O. Box 2209, Jersey City, NJ 07303-2209; or fax: (800) 362-5066.
AICPA members should have their membership numbers ready when they call. Non-members
may also order AICPA products. Prices do not include shipping and handling.
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Projected ASB Agenda
Codes: DI- Discussion of issues, DD - Discussion of draft document, ED-Vote to ballot a document for exposure,
EP-Exposure Period, CL- Discussion of comment letters, FI- Vote to ballot a document for final issuance, SUStatus Update

ASB Meeting Date

Project
April 5-6, 2000

June 6-8,2000
New York, NY

Attestation Recodification—
Revision of Standards
Audit Methodologies

EP

EP

SU

SU

Financial Instruments

DD

Materiality
Technology Issues
Audit Documentation

DI
DD

DD

DI

DD
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July 18-19,2000

FI
DD
ED

Recently Issued and Approved Documents

SAS No. 91, Federal GAAP Hierarchy
(060693)

April 2000

Effective upon issuance.

SAS No. 90, Audit Committee
Communications (060692)

December 1999

Effective for reviews of interim
financial information for interim
periods ending on or after March
15, 2000. Earlier application is
permitted.

SAS No. 89, Audit Adjustments (060691)

December 1999

Effective for audits of financial
statements for periods beginning
on or after December 15, 1999.
Early adoption is permitted.

SAS No. 88, Service Organizations and
Reporting on Consistency (060690)

December 1999

Effective upon issuance

Statements on Standards for Attestation Engagements (SSAEs)

SSAE No. 9, Amendments to SSAE Nos. 1, 2
and 3 (023027)

January 1999
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Effective for reports issued on or
after June 30, 1999
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Robert F. Dacey
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Arthur Andersen LLP

Sally L. Hoffman
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J. Michael Inzina

Stagni & Co. LLC

Charles E. Landes

Barnes, Dennig & Co.

W. Scott McDonald

Davis, Kinard & Co. P.C.

Keith 0. Newton

Grant Thornton LLP

Robert C. Steiner

Deloitte & Touche LLP

George H. Tucker

Ernst & Young LLP

Bruce P. Webb

McGladrey & Pullen LLP

0. Ray Whittington

De Paul University
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For additional information about projects of the Audit and Attest Standards Staff and the ASB,
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